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What Is Natural Resource Revenue?

Comparing Coal Fiscal Policies 
for Western States. 2017. 
https://headwaterseconomics.or
g/energy/coal/coal-fiscal-
policies/



https://headwaterseconomics.org

How is Natural Resource Revenue Distributed?
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How is Natural Resource Revenue Distributed?

Coal Production Revenue Distributions 
to Local Governments FY 2016

Comparing Coal Fiscal Policies 
for Western States. 2017. 
https://headwaterseconomics.or
g/energy/coal/coal-fiscal-
policies/
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Coal Effective Production Tax Rates

Comparing Coal Fiscal Policies 
for Western States. 2017. 
https://headwaterseconomics.or
g/energy/coal/coal-fiscal-
policies/
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Why Do State Fiscal Policies Differ?

The more important coal is as an industry as a share of GDP the higher the 
tax rates and the more uniform the taxes.

In states where coal is produced only in a limited number of locations, local 
control of taxation is more likely.

Variations in the types of taxes reflect the state’s philosophy of taxation.

Kent, Calvin A. "Ad Valorem Taxation of Coal Property in West Virginia and Other States-Part 2.“ Journal of Property Tax 
Assessment & Administration 8, no. 1 (2011): 59.
www.marshall.edu/cber/docs/2010_XX_XX_Kent-AdValoremTaxation-p2-2010.pdf
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Theory of Natural Resource Fiscal Policy 

RESOURCE IMPACT DASHBOARD. http://www.resource-impact.org/Research-Strategy/

Virtuous cycle of growth vs resource curse
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t use natural resource 

revenue to fund ongoing annual 
operations

• Don’t use natural resource 
revenue to cut other taxes

Solutions for Transitioning Coal-
Dependent Communities. 2019. 
https://headwaterseconomics.or
g/energy/coal/solutions-for-coal-
communities/
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OR Counties Use Timber Revenue for Tax Cuts

Endowing Federal Public Land
Counties. 2018. 
https://headwaterseconomics.or
g/public-lands/county-
payments/endowing-federal-

public-land-counties/
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OR Counties Face a Growing Fiscal Crisis

“Most of these counties can’t 
build themselves or develop 
themselves into solvency. 
Every new resident is a 
negative on the budget.”  

-- CW Smith, Jackson 
County, OR Commissioner
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t use natural resource 

revenue to fund ongoing annual 
operations

• Don’t use natural resource 
revenue to cut other taxes

• Do stabilize revenue over time 
using permanent funds and long-
term savings 

• Do link revenue to long-term 
transition strategies

• Do maintain an equitable, stable 
and diversified general tax 
structure
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t restrict fiscal autonomy to 

collect and manage volatile 
natural resource revenue 
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UT Revenue Limits Require Tax Relief

[State property tax revenue limits] meant the 
county was not able to collect any new revenue 
from the $2.2 million in taxes generated in the 
first two years after the [Latigo wind farm] was 
built. Instead, property owners saw their taxes 
reduced; for example, a $150,000 home in 
Monticello has seen a tax reduction of $100 per 
year, far more than the proposed increase.

https://www.sltrib.com/news/politics/2019/1
2/06/san-juan-county-utahs/
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t restrict fiscal autonomy to 

collect and manage volatile 
natural resource revenue 

• Do allow local governments to 
save natural resource revenue in 
unobligated funds

• Do allow local governments to 
budget natural resource revenue 
over multiple years
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t provide ineffective 

production tax breaks
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State Wind Energy Tax Policy

Tax incentives after 
project completion 
are weak drivers of 
investment and fail to 
build wealth in rural 
communities

WeakPowerful

University of Wyoming Wind Energy Cost Model Preliminary Results, Cook and Godby
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t provide ineffective 

production tax breaks
• Do move incentives to more 

powerful technology innovation 
research, public-private 
partnerships and 
commercialization

• Do use creative public finance to 
lower private costs and increase 
public returns
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t incur debt financed with 

future natural resource revenues
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North Dakota Local Government’s Path Dependency

https://www.eenews.net/special_reports/bus
ted/stories/1060045063
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Dos and Don’ts of Natural Resource Fiscal Policy

Don’ts Dos
• Don’t separate revenue strategies 

from planning and economic 
development strategies

• Do identify fiscal strategies that 
link revenue with strategies that 
bolster community economic 
resilience and the capacity of local 
institutions

Coal Communities Lack Strong 
Transition Plans. 2018. 
https://headwaterseconomics.or
g/energy/coal/coal-communities-
lack-strong-transition-plans/
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State Action on the Dos

• Colorado Just Transition Office 
• New Mexico Energy Transition Act 
• Utah sales tax reform 
• Utah Coal Country Strike Team 
• Wyoming fiscal study
• U.S. Senate natural resource trust proposal
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Energy Transition Away From Coal
Coal Generation Capacity (MW), 1949-2031

Source: Headwaters 
Economics and J. 
Haggerty with data 
from US EIA, IEEFA 
and R. Godby, Univ. of 
Wyoming.



Source: Headwaters 
Economics and J. 
Haggerty with data 
from US EIA, IEEFA 
and R. Godby, Univ. of 
Wyoming.
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Energy Transition Affects Montana

60% of 2016 deliveries from Big 
Horn County, Montana were to 
power plants scheduled to retire

(excludes coal exports)

Source: Headwaters 
Economics and J. 
Haggerty with data 
from US EIA, IEEFA 
and R. Godby, Univ. of 
Wyoming.
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70s and 80s “Big Buildup” 
created most extensive 
energy system in the world

Required regional 
coordination

Western states set the terms

Coal Communities Lack Strong 
Transition Plans. 2018. 
https://headwaterseconomics.or
g/energy/coal/coal-communities-
lack-strong-transition-plans/
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Thank You
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